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that delay is at the request of the audi-
tor, and the request has a reasonable 
explanation of why an extension of the 
due date is needed, the Servicing Offi-
cer may authorize up to a 30-day exten-
sion of the due date. 

(C) If an explanation is not forth-
coming from the auditor, or the expla-
nation received is without good reason, 
or the Servicing Official otherwise sus-
pects fiscal difficulty, the Servicing Of-
ficial may request the borrower to sub-
mit to the Servicing Office for review, 
the project bank statements for the 
general operating, reserve, and invest-
ment accounts covering the most re-
cent 60 day period. 

(D) If the borrower fails to submit 
the requested bank statements by the 
date stipulated by the Servicing Offi-
cial, the Servicing Official will imme-
diately refer the matter to the OIG. 

(iv) FmHA or its successor agency 
under Public Law 103–354 review. An 
audit report or verification of review 
will be reviewed by the Servicing Offi-
cial within 60 days following receipt of 
the audit report or verification of re-
view. From this annual audit review 
process, the Servicing Official will ini-
tiate action on findings and concerns 
needing immediate attention. Those 
findings and concerns not needing im-
mediate action will be considered in 
the next budget planning and annual 
review process at the end of the fiscal 
year for implementation in the fol-
lowing fiscal year of project operation. 

(5) Miscellaneous management reports. 
These reports include, but are not lim-
ited to, the following items that pro-
vide additional or unique information 
that augment or otherwise support 
other management reports described in 
this section: 

(i) Documents and formats—(A) Min-
utes of annual meetings. Written record 
of annual meeting of organizational 
borrowers who, by their organizational 
charter, are required to maintain such 
written records. 

(B) Energy audit. Prepared according 
to the guidance of exhibit D of this 
subpart. Energy audits, including im-
plementation plans for energy con-
servation, are prepared and submitted 
on 5-year cycles. 

(C) Miscellaneous items. These include 
other written or electronically stored 

data or information such as financial 
or income/expense data, justification 
statements, or other technical or in-
formative material that stands alone 
or supports other managements reports 
described in this section, whether vol-
unteered by the borrower or requested 
by the Servicing Official. 

(ii) Due date. Annual minutes and 
miscellaneous items are due along with 
the report they are attached to as sup-
porting documentation. New energy 
audits are due with the next submis-
sion of Form FmHA or its successor 
agency under Public Law 103–354 1930–7 
following expiration of the old energy 
audit. 

(iii) FmHA or its successor agency 
under Public Law 103–354 review. FmHA 
or its successor agency under Public 
Law 103–354 review of miscellaneous 
management reports will coincide with 
review of the management report that 
each is attached to as documentation. 

[58 FR 40868, July 30, 1993, as amended at 63 
FR 2135, Jan. 14, 1998]

§ 1930.123 Annual review. 
(a) Objective. The objective of the an-

nual review is for the FmHA or its suc-
cessor agency under Public Law 103–354 
Servicing Official to determine the de-
gree and adequacy of the borrower’s 
achievement of operational compliance 
with the applicable FmHA or its suc-
cessor agency under Public Law 103–354 
loan and/or grant agreements and to 
provide followup consultation or super-
vision to the borrower in meeting pro-
gram objectives. 

(b) Annual review process. During the 
annual review process, the Servicing 
Official will consider the overall 
project financial and operational activ-
ity. Project strengths and weaknesses 
will be identified, based on review of 
various documents, and resultant con-
clusions will be incorporated into the 
annual budget planning process that 
should happen concurrently with the 
annual review process. 

(c) Documents used in the review. (1) 
Form FmHA or its successor agency 
under Public Law 103–354 1930–7. 

(2) Exhibit A–6 of subpart E of part 
1944 of this chapter. 

(3) Prior fiscal year annual audit re-
port as prepared by a CPA or LPA, or 
when applicable, Form FmHA or its 
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successor agency under Public Law 103–
354 1930–8 prepared by a review verifier 
accompanied by Form FmHA or its 
successor agency under Public Law 103–
354 1930–7 with actual income and ex-
pense data. 

(4) Exhibit A–1 of this subpart pre-
pared in conjunction with the prior 
year annual audit report. 

(5) Applicable attachments required 
as part of any of the above documents 
(or other information as volunteered 
by the borrower or specifically re-
quested by the FmHA or its successor 
agency under Public Law 103–354 Serv-
icing Officer for the review at hand). 

(6) Minutes of annual meeting for as-
sociation type borrowers. 

(7) Current energy audit with energy 
conservation implementation plan 
(from FmHA or its successor agency 
under Public Law 103–354 borrower 
casefile except when new energy audit 
is due with Form FmHA or its suc-
cessor agency under Public Law 103–354 
1930–7). 

(8) Latest supervisory visit and phys-
ical inspection of property reports 
(from FmHA or its successor agency 
under Public Law 103–354 borrower 
casefile). 

(d) Preparation for the annual review. 
Some documents needed are available 
in the borrower’s casefile and the bal-
ance needed will be submitted with the 
annual budget review request. There-
fore, annual review should occur within 
30 days of receipt of all necessary docu-
ments. This should result in annual re-
views being completed in the last 2 
months of a fiscal year or the first 2 
months of the next fiscal year. When 
determined necessary, the Servicing 
Officer should: 

(1) Notify the borrower of the re-
quired management reports and their 
due dates, and provide the borrower 
with necessary guides and forms for 
use in preparing the reports. 

(2) With a new nonprofit borrower or-
ganization, determine that the bor-
rower is properly planning for its an-
nual meeting for the correct date ac-
cording to its organizational docu-
ments. The Servicing Official should 
plan to attend the annual meeting un-
less the borrower has progressed as de-
scribed in § 1930.110(c) of this subpart. 

(e) Timing, conducting, and completing 
the review. (1) The annual review proc-
ess will be scheduled and performed 
concurrently with the budget planning 
process, normally in the last quarter of 
a project fiscal year (see illustration in 
paragraph (i) of this section). This 
process will occur separately from the 
annual audit review process (which will 
occur following close of a project fiscal 
year). 

(2) The Servicing Official will use the 
applicable resource documents listed 
above when performing the review. The 
Servicing Official will conduct the an-
nual review following the review and 
recording guidance of Form FmHA or 
its successor agency under Public Law 
103–354 1930–10. The Form FmHA or its 
successor agency under Public Law 103–
354 1930–10 will be completed during the 
prescribed last quarter review period. 

(3) The Servicing Official may invite 
the borrower or its agent to participate 
in any part of the annual review. 

(f) Distribution of reviewed documents. 
(1) A copy of the results of the annual 
review on Form FmHA or its successor 
agency under Public Law 103–354 1930–10 
along with recommendations or com-
pliance requirements will be sent to 
the borrower and/or its agent and to 
the State Director as soon as the re-
view is completed. 

(2) The individual items required to 
perform the annual review will be dis-
tributed according to appropriate 
FMI’s as listed on exhibit B–7 of this 
subpart. 

(g) State Director’s review of annual re-
views. Upon receipt of the items identi-
fied in this section, the State Director 
will: 

(1) Review all submissions of Form 
FmHA or its successor agency under 
Public Law 103–354 1930–10 that are used 
by the Servicing Official to record 
summary results of an annual project 
review. 

(2) Conduct a more detailed review of 
only those annual reviews that warrant 
further review. The State Director 
should provide summarized comment 
to Servicing Officials after completion 
of statewide review, otherwise the 
State Director will comment on any 
specific borrower and/or project annual 
review selected for further review. 
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(3) Will review Form 1930–7 and ex-
hibit A–6 of subpart E of part 1944 for 
approval when the authority to ap-
prove budgets as part of the annual re-
view is not delegated to the FmHA or 
its successor agency under Public Law 
103–354 Servicing Official. 

(4) Be prepared for a sample review of 
annual reviews by the National Office 
upon request during a combined assess-
ment review or other specific need. 

(h) On-farm LH annual review. For in-
dividual farm borrowers with on-farm 
LH unit(s), the objective of this section 
will be satisfied by completing the rec-
ordkeeping and reporting requirements 
of their farm and home planning with 
FmHA or its successor agency under 
Public Law 103–354 as outlined in sub-
part D of part 1944 of this chapter. 

(i) Illustration of MFH budget plan-
ning, annual review, and annual audit 
review cycles.

Items on hand during 
fiscal year 

Last quarter of fiscal 
year 

First quarter of next fis-
cal year Second quarter 

Management Reports/
items in borrower 
casefile.

—Previous fiscal year 
annual audit or Form 
FmHA or its suc-
cessor agency under 
Public Law 103–354 
1930–8.

Budget Planning Proc-
ess—Form FmHA or 
its successor agency 
under Public Law 
103–354 1930–7 & 
util. allowance Re-
view change or no 
change of rents or 
occupancy charges 
and/or utility allow-
ance.

Annual audit prepara-
tion by auditor or 
Form FmHA or its 
successor agency 
under Public Law 
103–354 1930–8 by 
verifier.

FmHA or its successor 
agency under Public 
Law 103–354 review 
of annual audit or 
Form FmHA or its 
successor agency 
under Public Law 
103–354 1930–8.

60-day review period ...

File annual audit or 
Form FmHA or its 
successor agency 
under Public Law 
103–354 1930–8 for 
next budget planning 
& annual review 
process. 

—Exhibit A–1
—Latest supervisory 

visit/inspection.
FmHA or its successor 

agency under Public 
Law 103–354 starts 
annual review proc-
ess.

Form FmHA or its suc-
cessor agency under 
Public Law 103–354 
1930–7 showing 12 
months of project op-
erating actuals sub-
mitted by borrower.

FmHA or its successor 
agency under Public 
Law 103–354 com-
pletes annual review 
process.

—Energy audit & imple-
mentation plan.

—Form FmHA or its 
successor agency 
under Public Law 
103–354 1930–7

...................................... ......................................

—Compliance review ...
—Management Plan ....
—Management Agree-

ment.

—Review project finan-
cial and management 
reports.

...................................... FmHA or its successor 
agency under Public 
Law 103–354 may 
pre-fill parts II C and 
D of Form FmHA or 
its successor agency 
under Public Law 
103–354 1930–10.

—Forms FmHA or its 
successor agency 
under Public Law 
103–354 1944–30, 
Identity of Interest 
(IOI) Disclosure Cer-
tificate, and FmHA or 
its successor agency 
under Public Law 
103–354 1944–31, 
Identity of Interest 
(IOI) Qualification 
Form.

FmHA or its successor 
agency under Public 
Law 103–354 com-
pletes Form FmHA or 
its successor agency 
under Public Law 
103–354 1930–10.

...................................... Take immediate action 
on significant items 
found in the Audit 
Review.

Other—as applicable. 

[58 FR 40868, July 30, 1993, as amended at 59 
FR 6885, Feb. 14, 1994]

§ 1930.124 [Reserved]

§ 1930.125 Changing project designa-
tion. 

Generally, RRH projects designated 
for families, elderly and persons with 
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